

ANNEX I, Part 1

Supplemental Terms and Conditions


Paragraph references are to paragraphs in the Agreement.

1. The following elections shall apply:

	
	(a)	paragraph 2(l).

Party B may act through any of the following Designated Offices:-

	1400 Smith Street
	Houston, Texas  77002

		
2.	The following Supplemental Terms and Conditions shall apply:

(a)	Party A represents to Party B, with respect to each Transaction which Party A effects through an office other than its Designated Office, that, notwithstanding the place of booking office or jurisdiction of incorporation or organization of Party A or its agent, the obligations of Party A are the same as if it had entered into the Transaction through its Designated Office.  This representation will be deemed to be repeated by Party A on each date on which a Transaction is entered into.


(b)	Confirmation and Recording.  (i)  Unless otherwise agreed, on or promptly following the date on which the parties reach agreement on the terms of a Transaction as contemplated by Paragraph 3(b) of the Agreement, Party A will send to Party B a Confirmation.  If any dispute shall arise as to whether an error exists in a Confirmation, the parties shall in good faith make reasonable efforts to resolve the dispute.

		(ii)  Each party hereby consents to the monitoring or recording, at any time and from time to time, by the other party of any and all communications between officers or employees of the parties pursuant to or concerning this Agreement, and waives any further notice of such monitoring or recording.


(c)	Paragraph 3(b)(v) shall be deleted and paragraphs 3.(b)(vi), 3(b)(vii) and 3(b)(viii) shall be renumbered as 3.(b)(v), 3.(b)(vi) and 3.(b)(vii) respectively.

	Party A and Party B will inform each other on or before the Purchase Date of each party's respective details of bank accounts to which payments to be made hereunder are to be credited.

(d)	paragraph 10(a).  The word “or” shall be added at the end of paragraph 10(a)(viii) and the following paragraphs shall be inserted in paragraph 10(a) after paragraph 10(a)(viii):

 “(ix)	 as a result of sovereign action or inaction (directly or indirectly), Buyer or Seller becomes unable to perform any absolute or contingent obligation to make a payment or transfer or to receive a payment or transfer in respect of any Transaction under the Agreement or to comply with any other material provision of the Agreement relating to such Transaction; or”

(e)	Upon Termination of the last Transaction outstanding under the Agreement from time to time, any party to whom Cash Margin has been paid, which has not been paid to the other party in accordance with the Margin Transfer provisions in paragraph 4, shall repay all that Cash Margin to the other party no later than the next Business Day following such Termination.

(f)	Exercise of Rights of Conversion.  References to "Purchased Securities" in paragraph 5, of Annex I, Part 2, shall be references to "Purchased Securities, Margin Securities and New Purchased Securities".

3.	Additional Payment Provisions.

The parties hereby agree that subparagraph 6(b) of the Agreement is hereby amended in its entirety to read as follows:

"(b)(A)	All payments shall be made without any deduction or withholding for, or on account of, any Tax (as hereinafter defined) unless that deduction or withholding shall be required by applicable law, rule, or regulation, as modified by the practice of any relevant governmental revenue authority, then in effect.

(B)	If a party ("the Obligated Party") shall be required to make any deduction or withholding for or on account of any Tax, then the Obligated Party shall:  (i) pay to the relevant authority the full amount required to be deducted or withheld (including the full amount required to be deducted or withheld from any Additional Amount, as hereinafter defined, paid by the Obligated Party to the other party (the "Receiving Party") under this subparagraph 6(b)), promptly upon the later of (x) the last date on which that amount is required to be paid to the relevant authority or (y) the date on which the Obligated Party receives notice that the amount (1) is payable to the relevant authority or (2) has been assessed against the Receiving Party; (ii) promptly forward to the Receiving Party an official receipt (or a certified copy) or other documentation reasonably acceptable to the Receiving Party evidencing the payment to the relevant authority; and (iii) if the Tax is an Indemnifiable Tax (as hereinafter defined), pay to the Receiving Party, in addition to the payment to which the Receiving Party otherwise is entitled, such additional amount ("Additional Amount") as is necessary to ensure that the net amount actually received by the Receiving Party (free and clear of Indemnifiable Taxes whether assessed against either party) will equal the full amount that the Receiving Party would have received if no such deduction or withholding had been required.  However, the Obligated Party shall not be required to pay any Additional Amount to the Receiving Party to the extent that it would not be required to be paid but for:  (x) the failure of the Receiving Party to comply with or perform any agreement contained in subparagraph 6(b)(D) or (E); or (y) the failure of a representation made by the Receiving Party pursuant to subparagraph 4(a) of Annex I, Part 1 to be accurate and true on the date made or deemed to be made, unless such failure would not have occurred but for the occurrence of a tax event specified in subparagraph 11(a) of the Agreement.

(C)	If (i) the Obligated Party shall be required by any applicable law, rule, or regulation, as modified by the practice of any relevant governmental revenue authority, then in effect to make any deduction or withholding in respect of which the Obligated Party would not be required to pay an Additional Amount under this subparagraph 6(b), (ii) the Obligated Party does not so deduct or withhold, and (iii) a liability resulting from such Tax is assessed directly against the Obligated Party, then except to the extent the Receiving Party shall have satisfied or then satisfies the liability resulting from such Tax, the Receiving Party shall promptly pay to the Obligated Party the amount of such liability (including any related liability for interest, but including any related liability for penalties only if the Receiving Party shall have failed to comply with or perform any agreement contained in subparagraph 6(b)(D) or (E).

(D)	Each party shall deliver to the other party or, in certain cases, to such government or other taxing authority as the other party reasonably directs, upon reasonable demand by such other party, any form or document that may be required or reasonably requested in writing in order to allow such other party to make a payment under the Agreement without any deduction or withholding for or on account of any Tax or with such deduction or withholding at a reduced rate (so long as the completion, execution, or submission of such form or document would not materially prejudice the legal or commercial position of the party in receipt of such demand), with any such form or document to be accurate and completed in a manner reasonably satisfactory to such other party and to be executed and delivered with any reasonably required certification, in each case by the date specified herein, in such demand, or in such Confirmation or, if none is specified, as soon as reasonably practicable.

(E)	Party A shall complete (accurately and in a manner reasonably satisfactory to Party B), execute, and deliver to Party B a United States Internal Revenue Service Form 1001 or 4224 (as the case may be) and Form W-8, or any successor forms (if applicable), (x) as of the date of the Agreement (the "Form Submission Date"), and thereafter prior to the end of the calendar year in which the second anniversary of the Form Submission Date occurs, and thereafter prior to the end of each successive three calendar year period, (y) promptly upon reasonable demand by Party B, and (z) promptly upon learning that any such form previously provided by Party A has become obsolete or incorrect.  [Party A represents for tax purposes that it is a resident of _____________ and promptly upon learning of any failure of the tax representations made by it herein to be accurate and true, it shall give notice of any such failure to Party B.]

(F)	For purposes of this subparagraph 6(b), the following terms shall have the following meanings:

(i)	"Indemnifiable Tax" shall mean any Tax other than a Tax that would not be imposed in respect of a payment made under the Agreement but for a present or former connection between the jurisdiction of the government or taxing authority imposing such Tax and the recipient of such payment or a person related to such recipient (including without limitation a connection arising from such recipient or related person (1) being or having been a citizen or resident of, (2) being or having been organized in, (3) being or having been present or engaged in a trade or business in, or (4) having or having had a permanent establishment or fixed place of business in, that jurisdiction; but excluding a connection arising solely from that recipient's or related person's having executed, delivered, enforced, or performed its obligations or received a payment under the Agreement).

(ii)	“Stamp Tax” shall mean any stamp, registration, documentation or similar tax.

(iii)	"Tax" shall mean any present or future tax, levy, impost, duty, charge, assessment, or fee of any nature (including any increase in the rate thereof and any interest, penalties, and additions thereto) that is imposed by any government or other taxing authority in respect of any payment made under the Agreement, other than a stamp, registration, documentation, or similar tax.

4.	Other Representations and Covenants

(a)	Each party hereby represents that it is not required by any applicable law, rule, or regulation, as modified by the practice of any relevant governmental revenue authority, of any relevant jurisdiction to make any deduction or withholding for or on account of any Tax from any payment to be made by it to the other party under the Agreement.  In making this representation, such party may rely on (x) the accuracy of any representations made by the other party pursuant to subparagraph 4(b) of this Annex I, Part 1, and (y) the satisfaction of the agreements contained in, and the accuracy and effectiveness of any document provided by the other party pursuant to, subparagraph 6(b)(E) of the Agreement, provided that it shall not be a breach of this representation where the other party does not deliver a form or document under subparagraph 6(b)(E) of the Agreement by reason of material prejudice to its legal or commercial position.

[(b)	Each party represents that it is fully eligible for the benefits of the "Business Profits" or "Industrial and Commercial Profits" provision, as the case may be, the "Interest" provision, or the "Other Income" provision (if any) of the Specified Treaty with respect to any payment described in such provisions and received or to be received by it in connection with the Agreement, and no such payment is attributable to a trade or business carried on by it through a permanent establishment in the Specified Jurisdiction.  "Specified Treaty" means the income tax treaty between the United States and ______________, and "Specified Jurisdiction" means (x) with respect to Party B, _______________, and (y) with respect to Party A, the United States.]

(c)	Party A represents that it is a _____________ organized under the law of ____________.

(d)	Party B represents that it is a corporation organized under the law of the State of Delaware.

(e)	Each party agrees with the other that, so long as either party has or may have any obligation under this Agreement or under any Credit Support Document to which it is a party, it will deliver to the other party or, in certain cases under subparagraph (iii) below, to such government or taxing authority as the other party reasonably directs:

(i)	any forms, documents or certificates relating to taxation specified herein or in any Confirmation;

(ii)	any other documents specified in the Schedule or any Confirmation; and

(iii)	upon reasonable demand by such other party, any form or document that may be required or reasonably requested in writing in order to allow such other party or its Credit Support Provider to make a payment under this Agreement or any applicable Credit Support Document without any deduction or withholding for or on account of any taxes or duties whatsoever or with such deduction or withholding at a reduced rate (so long as the completion, execution or submission of such form or document would not materially prejudice the legal or commercial position of the party in receipt of such demand), with any such form or document to be accurate and completed in a manner reasonably satisfactory to such other party and to be executed and to be delivered with any reasonably required certification,

in each case by the date specified herein or in such Confirmation or, if none is specified, as soon as reasonably practicable.

(f)	Stamp Tax, etc.  (a) Subject to the provisions on default, each party shall pay any Stamp Tax levied or imposed upon it or in respect of its execution or performance of the Agreement by a jurisdiction in which it is incorporated, organized, managed and controlled, or considered to have its seat or in which a branch or office through which it is acting for purposes of the Agreement is located (“Stamp Tax Jurisdiction”) and will indemnify the other party against any Stamp Tax levied or imposed upon the other party or in respect of the other party’s execution or performance of this Agreement by any such Stamp Tax Jurisdiction which is not also a Stamp Tax Jurisdiction with respect to the other party.

(b)  Stamp Taxes with respect to the transfer of Securities shall be paid by the Seller.

(g)	Non-assignability.  Subparagraph 16(a) of the Agreement is hereby amended by:  (i) adding in the third line thereof after the words “other party,” the following:

	“(which consent will not be unreasonably withheld or delayed).  For purposes of this subparagraph, the non-transferring party’s withholding of consent to a proposed transfer will not be deemed to be unreasonable if, without limitation:  an Event of Default with respect to the transferring party or the proposed transferee will exist following such transfer; the creditworthiness of the proposed transferee is materially weaker than that of the transferring party immediately prior to such transfer, unless the transferring party provides a satisfactory guaranty or credit support to the non-transferring party; the non-transferring party will be required to gross up its payments to the proposed transferee or receive payments from the proposed transferee net of withholding or deduction that would not otherwise be required hereunder or under applicable law in the absence of the proposed transfer; the proposed transferee does not satisfy the criteria that the non-transferring party applies in deciding whether to offer or make an extension of credit or to enter into transactions similar to the Transactions subject to the proposed transfer; or the proposed transfer would adversely affect the nontransferring party’s netting rights hereunder or under applicable law.”

5.	Miscellaneous.

(a)	Each party hereby agrees to deliver the following documents at the execution of this Agreement:
(i)	certified incumbency certificate or other evidence of authority and specimen signatures with respect to each party, its Credit Support Provider (if any), and its respective signatories executing this Agreement or any Credit Support Document on its behalf; and
(ii)	a Secretary's or Assistant Secretary's Certificate (i) certifying resolutions of each party's and its Credit Support Provider’s (if any) board of directors or other governing body authorizing this Agreement and the Transactions contemplated hereby (or the Credit Support Document, as the case may be) and (b) copies of each party’s and its Credit Support Provider’s (if any) Articles of Incorporation and Bylaws (or constituent documents) and (ii) authorizing a specified person or persons to execute and deliver (as appropriate) on its behalf this Agreement or the Credit Support Document, as the case may be, the annexes, schedules, and attachments hereto or thereto, and the documents incorporated by reference herein or therein.

	
(b)	Setoff.  (A) Without affecting or prejudicing the provisions of this Agreement requiring the calculation and payment of certain net payment amounts, all payments will be made without setoff or counterclaim; provided, however, that upon the designation or deemed designation of an Event of Default, in addition to and not in limitation of any other right or remedy (including any right to setoff, counterclaim, or otherwise withhold payment) under applicable law, the non-defaulting party ("X") may, at its option and in its discretion, setoff, against any amounts owed to the defaulting party ("Y") in Dollars or any other currency by X or any Affiliates of X under this Agreement or otherwise, any amounts owed in Dollars or any other currency by Y to X or any Affiliates of X under this Agreement or otherwise.  The obligations of Y and X under this Agreement in respect of such amounts shall be deemed satisfied and discharged to the extent of any such setoff.  For this purpose, the amounts subject to the setoff to the extent necessary may be converted by X at the applicable prevailing exchange rate into the Contractual Currency.  X will give Y notice of any setoff effected under this section as soon as practicable after the setoff is effected provided that failure to give such notice shall not affect the validity of the setoff.  Nothing in this provision shall be effective to create a charge or other security interest.  This setoff provision shall be without prejudice and in addition to any right of setoff, combination of accounts, lien or other right to which any party is at any time otherwise entitled (whether by operation of law, contract or otherwise).

(B)	Notwithstanding any provision to the contrary contained in this Agreement, X shall not be required to pay to Y any amount until all amounts due and payable at such date by Y have been fully and finally paid, and (2) all other obligations of any kind whatsoever of Y to make any payments to X or any of its Affiliates under this Agreement or otherwise which are due and payable as of such date have been fully and finally performed.

(C)	“Affiliate” means, in relation to any person, any entity controlled, directly or indirectly, by the person, any entity that controls, directly or indirectly, the person or any entity directly or indirectly under common control with the person.  For this purpose, “control” of any entity or person means ownership of a majority of the voting power of the entity or person.

(c) Confidentiality.  The contents of this Agreement and all other documents relating to this Agreement, and any information made available by one party to the other party with respect to this Agreement or any Transaction hereunder are confidential and shall not be disclosed to any third party (nor shall any public announcement or press release relating to this Agreement or any Transaction hereunder be made by either party), except for such information (i) as may become generally available to the public, (ii) as may be required or appropriate in response to any summons, subpoena, or otherwise in connection with any litigation or to comply with any applicable law, order, regulation, ruling, or accounting disclosure rule or standard, (iii) as may be obtained from a non-confidential source that disclosed such information in a manner that did not violate its obligations to the other party in making such disclosure, or (iv) as may be furnished to that party's auditors, attorneys or advisors which are required to keep the information that is disclosed in confidence.



(d)	LIMITATION OF LIABILITY.  NO PARTY SHALL BE REQUIRED TO PAY OR BE LIABLE FOR SPECIAL, PUNITIVE, EXEMPLARY, INCIDENTAL, CONSEQUENTIAL, OR INDIRECT DAMAGES (WHETHER OR NOT ARISING FROM ITS NEGLIGENCE) TO ANY OTHER PARTY; PROVIDED, HOWEVER, THAT NOTHING IN THIS PROVISION SHALL AFFECT THE ENFORCEABILITY OF PARAGRAPH 11 OF THIS AGREEMENT.  IF AND TO THE EXTENT ANY PAYMENT REQUIRED TO BE MADE PURSUANT TO THIS AGREEMENT IS DEEMED TO CONSTITUTE LIQUIDATED DAMAGES, THE PARTIES ACKNOWLEDGE AND AGREE THAT SUCH DAMAGES ARE DIFFICULT OR IMPOSSIBLE TO DETERMINE AND THAT SUCH PAYMENT IS INTENDED TO BE A REASONABLE APPROXIMATION OF THE AMOUNT OF SUCH DAMAGES AND NOT A PENALTY.
	
[(e)	Arbitration.  

(i)	Agreement To Arbitrate:  Any claim, counterclaim, demand, cause of action, dispute, and controversy arising out of or relating to this Agreement or the relationship established by this Agreement, any provision hereof, the alleged breach thereof, or in any way relating to the subject matter of this Agreement, involving the parties and/or their respective representatives (collectively the “Claims”), even though some or all of such Claims allegedly are extra-contractual in nature, whether such Claims sound in contract, tort, or otherwise, at law or in equity, under state or federal law, whether provided by statute or the common law, for damages or any other relief, shall be resolved by binding arbitration.

(ii)	Conduct Of The Arbitration, And Authority Of The Arbitrators:  Arbitration shall be conducted in accordance with the rules of arbitration of the Federal Arbitration Act and, to the extent an issue is not addressed by the federal law on arbitration, by the Commercial Arbitration Rules of the American Arbitration Association.  The validity, construction, and interpretation of this agreement to arbitrate, and all procedural aspects of the arbitration conducted pursuant hereto shall be decided by the arbitrators.  In deciding the substance of the parties’ Claims, the arbitrators shall refer to the Governing Law.  It is agreed that the Arbitrators shall have no authority to award treble, exemplary or punitive damages of any type under any circumstances whether or not such damages may be available under state or federal law, or under the Federal Arbitration Act, or under the Commercial Arbitration Rules of the American Arbitration Association, the parties hereby waiving their right, if any, to recover any such damages.

(iii)	Forum For The Arbitration And Selection Of Arbitrators:  The arbitration proceeding shall be conducted in New York, New York.  Within thirty days of the notice of initiation of the arbitration procedure, each party shall select one arbitrator.  The two arbitrators shall select a third arbitrator.  The third arbitrator shall be a person who has over eight years professional experience in over-the-counter derivative products and who has not previously been employed by either party and does not have a direct or indirect interest in either party or the subject matter of the arbitration.  While the third arbitrator shall be neutral, the two party-appointed arbitrators are not required to be neutral, and it shall not be grounds for removal of either of the two party-appointed arbitrators or for vacating the arbitrators’ award that either of such arbitrators has past or present minimal relationships with the party that appointed such arbitrator.

(iv)	Confidentiality:  To the fullest extent permitted by law, any arbitration proceeding and the arbitrators award shall be maintained in confidence by the parties.]
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Annex V



		Address:

		Enron Capital & Trade Resources Corp.
		1400 Smith St. #3007B
		Houston, Texas  77002-3761

		Gilts and Other Securities:

		Attention:  Director, Documentation
			     Department
		Telex No.:  765443
		Answerback:  ENRONCORP
		Facsimile No.:  (713) 646-4816
		Telephone No.:  (713) 853-3300

A copy of any notice sent to Party B pursuant to Paragraph 10 and 11 of the Agreement must also be sent to (i) Enron Capital & Trade Resources Corp., Attention:  Corporate Secretary at the above address and facsimile no. and (ii) Enron Capital & Trade Resources Corp., Attention:  Assistant General Counsel, Trading Group at the above address and facsimile No. (713) 646-4818.
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ANNEX VII



Party B designates Enron Europe Limited, Four Millbank, London SW1P 3ET to receive for and on behalf of Party A service of process in England.


